Woman C.P.A.
Volume 26

Issue 5

Article 5

8-1964

Tax Forum
Dorothea Watson

Follow this and additional works at: https://egrove.olemiss.edu/wcpa
Part of the Accounting Commons, Taxation Commons, and the Women's Studies Commons

Recommended Citation
Watson, Dorothea (1964) "Tax Forum," Woman C.P.A.: Vol. 26 : Iss. 5 , Article 5.
Available at: https://egrove.olemiss.edu/wcpa/vol26/iss5/5

This Article is brought to you for free and open access by the Archival Digital Accounting Collection at eGrove. It
has been accepted for inclusion in Woman C.P.A. by an authorized editor of eGrove. For more information, please
contact egrove@olemiss.edu.

TAX FORUM
DOROTHEA WATSON, CPA

Taxpayers over sixty-five received special
attention in the Revenue Act of 1964 in
several areas:
Minimum standard deduction
Retirement income credit
Sale of residence
Medical expenses
Minimum standard deduction. Effective for
taxable years beginning after December 31,
1963, an alternative to the use of the 10percent standard deduction has been intro
duced by the Revenue Act of 1964 through
providing a minimum standard deduction. This
minimum standard deduction is an amount
equal to the sum of $100 multiplied by the
number of exemptions allowed for the taxable
year plus $200 in the case of a joint return
of a husband or wife, or $200 in the case of
an individual who is not married, or $100 in
the case of a separate return by a married
individual. Roth the minimum standard de
duction and the 10-percent standard deduc
tion are limited to a maximum of $1,000
except in the case of a married individual
filing a separate return in which case the max
imum is $500.
The additional exemption allowed taxpay
ers sixty-five years of age or over qualifies
for $100 in computing the minimum standard
deduction as does the additional exemption
allowed for blindness.
Taxpayers have the same right to change
their election to use the minimum standard
deduction under the 1964 Act as was avail
able in the case of the 10-percent standard
deduction under the prior law.
The advantage of this choice is illustrated
by the following example.
Mr. and Mrs. Taxpayer, both over sixtyfive, have adjusted gross income of $3,000.
Their deductions if itemized amount to $250.

five years of age or over, file a joint return
and either spouse meets the earned income
test the other spouse will be considered to
have met the test and they may elect to com
pute their retirement income credit based on
their combined retirement income not to ex
ceed $2,286, less the amounts otherwise de
ductible from the retirement income.

Example: Husband and wife, H & W, are
both over 65. Only H has met the earned
income test for purposes of the retirement
income credit. They file a joint return for
1964. H has retirement income of $12,000
and earned income of $1,800. W has retire
ment income of $100 and received social
security benefits of $450.
Retirement income

$3,000
250

$3,000
300

$3,000
600

2,750

2,700

2,400

Exemptions
(4 x $600)

2,400

2,400

2,400

Taxable income

$ 350

$ 300

$12,000

Amounts deductible—
Earned income (50%
of earned income in
excess of $1,200 and
not in excess of $1,700)
Earned income (in ex
cess of $1,700
Social Security benefits

$100

$2,286

250

-

250

100
-

450

100
450

800
Retirement income
subject to credit

$1,486

If both taxpayers meet the earned income
test and each has retirement income, the
credits for each spouse, of course, will be com
puted separately and combined on the joint
return.
Sale of residence. The Revenue Act of 1964
adds an entirely new provision to the Code
(Sec. 121(a) ) which permits an individual
who is sixty-five or older to exclude from his
gross income any capital gains attributable to
the first $20,000 of the sales price of his
personal residence if the taxpayer has owned
and used the property as his principal residence
for at least five years during the eight years
preceding the sale. This is an elective pro
vision and applies to sales or exchanges after
December 31, 1963, in taxable years ending
after December 31, 1963.
The right to exclude from gross income the
capital gain realized upon disposition of a
principal residence is a once-in-a-lifetime pro
vision. The election cannot be made to apply
to a disposition if such an election by the tax
payer or his spouse is in effect with respect
to any other disposition. Because of this, the

10 Percent Minimum
Itemized Standard Standard
Deductions Deduction Deduction

Adjusted gross
income
Deductions

W Combined

H

$ -0-

Retirement income credit. The Revenue Act
of 1964 amends Code Sec. 37 to provide
that when taxpayers both of whom are sixty10

election may be made or revoked at any time
before the expiration of the period for mak
ing a claim for credit or refund of income
tax for the taxable year in which the sale or
exchange occurred. In the case of a taxpayer
who is married, the election or revocation can
be made only if his spouse joins in such elec
tion or revocation.
Where husband and wife hold property
jointly and one spouse satisfies the age, hold
ing and use requirements with respect to
such property, then both husband and wife
will be treated as satisfying these requirements
for the purpose of this provision.
An unmarried individual, whose spouse
is deceased on the date of the sale or ex
change of a principal residence, is treated as
satisfying the holding and use requirements
with respect to such property if these require
ments were met by the deceased spouse and
no election by the deceased spouse is in effect
with respect to a prior sale or exchange.
Medical expense. Before the Revenue Act
of 1964, Code Sec. 213 allowed a deduction
for expenses paid during the taxable year for
medical care of the taxpayer, his spouse and
his dependents which were not compensated
for by insurance or otherwise, limited to the
amount of such expenses in excess of 3 per
cent of the taxpayers’ adjusted gross income.
The medical expenses subject to this 3-percent limitation included amounts paid for
drugs and medicine in excess of 1 percent
of the taxpayers’ adjusted gross income. The
3-percent limitation did not apply if either
the taxpayer or his spouse had reached the
age of sixty-five before the close of the tax
able year or where the medical expenses were
expended for a dependent father or mother
who had attained the age of sixty-five before
the end of the taxable year.
The Revenue Act of 1964 removes the 1
percent limitation on expenditures for drugs
and medicines for taxable years beginning after
1963 if either the taxpayer or his wife has
reached sixty-five years of age before the
close of the taxable year or if the expenditures
are for a dependent father or mother who has
reached sixty-five years of age before the
close of the taxable year.

first and second vice president, treasurer, di
rector and chairman of Membership, Research,
Budget and Finance Committees.
Miss Lauer is a certified public accountant in
the State of Louisiana, and an individual prac
titioner in New Orleans, Louisiana.
She is a charter member of the New Orleans
Chapter of the American Society of Women
Accountants and has served the chapter as
officer, director and committee chairman. She
has also served the American Society of Wom
en Accountants on a National level as Cre
dentials Chairman of the Annual Meeting.
Other professional memberships include the
American Institute of Certified Public Ac
countants and the Society of Louisiana Certi
fied Public Accountants. She is also a member
of the New Orleans Business and Professional
Womens Club.
Responsibility Accounting
(Continued from page 4)

Data Accumulation
To permit such periodical comparisons
with the various budgetary plans, the ac
cumulation of actual income and expense
must necessarily follow the responsibility net
work pattern.
This necessitates a three-dimensional classi
fication of cost and revenues during the data
accumulation process. First they must be
classified by responsibility centers, and sec
ondly within each center by whether they are
controllable or noncontrollable. The required
third classification is the breakdown of each
group by cost types, or natural elements such
as salaries, supplies, materials, rents, etc.
Such three-dimensional data accumulation
would have been economically and technically
unfeasible under the manual and semi-auto
mated accumulation systems in use in the
past. But now with electronic data processing
equipment at the disposal, the accumulation
of any multitude of quantitative data in any
desirable fashion has become a possibility
within reach of even the moderate size enter
prise.
To facilitate such multi-dimensional data
processing and accumulation, “block numeric”
coding is usually used. The first two digits of
such coding system identify the cost center
or network segment. The third digit indicates
whether or not the revenue or expense item is
controllable or noncontrollable by the indi
vidual in charge. The following digits provide
for the detailed breakdown by functions.
Data accumulation in such fashion will for
the first time in the history of accounting pro-

AWSCPA President’s Message
(concluded)
We shall endeavor to serve you faithfully and
well and, relying on a continuation of the
conscientious and dedicated service of AWS
CPA members, we are looking forward to
adding another year of progress to the annals
of the American Woman’s Society of Certified
Public Accountants.
Margaret E. Lauer has served AWSCPA as
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